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injurious and wasteful even though revenue has to be raised.
We have proved that any differentiation (over and above that
provided for in Chapter VIII) is harmful when operated alone :
we infer that it must also be harmful when superimposed
upon the collection of a given revenue by non-differential
taxes. This inference suggests itself almost immediately to
the mind ; for, if a differential arrangement is bad, how should
the fact that a revenue is needed do away with its badness ?
A proof that differentiation is bad, so to speak, in itself is
thus made to serve for a proof that differentiation among
taxes required to raise a revenue is bad. With great deference
I venture to suggest that even Marshall fell into this trap.
For in chapter xi of Money, Credit and Commerce, which is
concerned to show that protective import duties are evil be-
cause they are differential, the argument and the illustration
used in support of it relate to conditions in which differentia-
tion is being practised but no revenue is being raised.1 Where
a Marshall is caught the trap must be subtle indeed !
§ 5. One further preliminary remark is required. A care-
less reader might imagine that our problem could be solved
by some simple development of Marshall's proposition that,
distributional considerations being ignored, a given revenue
can be raised with less sacrifice by a tax imposed on a com-
modity for which the demand is inelastic than by one imposed
on a commodity (produced under similar conditions of supply)
for which the demand is elastic : and of the analogous pro-
position that, given similarity between the conditions of
demand for two commodities, a given revenue can be raised
with less sacrifice by a tax on the one of relatively inelastic
supply than by a tax on the one of relatively elastic supply.2
To prove, however, that it is better to tax commodity A
exclusively than commodity B exclusively throws no light on
the question whether it is better to tax A exclusively or to
obtain the same revenue by taxing A and B at equal (ad.
valorem) rates. Still less does it help us to decide what, if
any, degree of differentiation between the rates on A and B
will minimise aggregate sacrifice. Our problem is, in short,
1 Loc. cit. p. 211.
* These propositions hold good whether we measure sacrifice by loss of
consumers' surplus or by loss of consumers' plus producers' surplus as de-
picted in the familiar geometrical constructions.

